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VEEK OF 22 JUIE « 28 JUNE 1948

SECTION I, SUMMARY OF FAR EAST TRENDS AND DEVELOPLENTS

US efforta to #orark-up” the Japanese econOmY have begun with the
passage of pertinent Congressional appropriations apil the gremt of credits
ry a US benking syndicate. These actlons are primarily desipned to stim-

slate the Japanese textile trade (pege 3)e

Anti-US and enti-govermment agitation in China may place in jeopardy
the US/China Treaty of Friendship, Commerce and Navigation. US«-Sino
pegotiations for a bilateral agreement on the China Aid Progrem are pur-

sving a tortuous courss (page 4)o

Conflicts appear to be developing between US economio jnterests in Siem ° ‘
and the US sponsored recovery progren for Japen (page 4)o p SX6

25X6

1 25X6 The United Fations Temporary Commission on Rorea (UN'I’COK) may refer
question of formal recognition of the pew Korean Netional Assembly to the
September moeting of the UN General Assemblye T™e T3 and China ere attempt-
ing to seoure early recogmition of the regime by UNTCOK since suoh action
would serve to enhenoe the prestige of the new government (page 8)o

Wnile it appears that the fighting in the Chins oivil conflict wae not
on the grand soale reported by FNationalist spokesmsn and the press, the most
severe natlonwide oaonomic orisis yet to appear was set off by the annovmeced

Toi s 1n suocoeeding seotlions ~5“this Weekly, the following marginal
notations are useds ‘

(1) Double asterisk (#%) - placed at beginming snd end ‘of
informaticn based solely on "s /s diatribution” series.

(2) Single asterisk (¥) ~~to £lag item comtaining *s/S dtetr-
bution” serles.

(3) ™A', "B", or neR wjmporisnce, in B/'E'E'é opinion, of the
3tem, with "A" representing the most important onese
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SUMMARY (continued)

fall of Kaifeng, Discouraging militery, politiocal and eccmomic nmews added
jmpstus to chaotic conditions on all conmodity end exchange marksts (page 6).

Showdown on Burme's laftiat unity program expected 1 July meeting (page 8).

@Eﬁm

Approved For Release 2000/08/29 : CIA-RDP79-01082A000100010014-4

e T e —



Approved For Release 2000/08/29 : CIA-RDP79-01082A000100010014-4
JAPAN . /9 Jvme SECRET

-

25X6

Japanese political part%_ginanceso Ex-Fremier KATAYAMA recently stated ncn
taat the Democratic Socialist Party, which KATAYAMA heads, three
million yen in the 1947 general elections while the Idberals (now the
Democratic Liberals) dispersed 10 and the Commnists 1S million. A4s a
result of the slactions the Socialists obtained i3 seats in the Diet's
lower house with the Iiberals, the principal oprosition, following closely
and the minority Commnists wirming a mers four seats. Thers are no
available records for proving the reliability of Mr. KATAYA¥A's claim.

The contritutions officially acknowledged by the parties for the year 1947,
however, offer a basis for an interesting comparisons the Socialists claim
Yo have reoeived 2,79 million while the Iiberals admit to 12.28 and the
Comnists to 13454 million. . .

KOREA

npe

. Il De B 0

eneral As i) by the UN Temporary Com 1:%1031 on Korea (UNTCOK)o

t presen TCOK is reported to be split on this question with
El Salvador and the Philippines in favor of granting official recognition
while Australia, Canada and India are opposedo The French representative,
who had apparently favored a PRilippine-proposed resolution granting for-
mal recognition, is now reported to have given indications that he will
abstain if the resolution is put to a vote, The Chiness govermment is
endeavouring to persuade the Indian governmaent to change its position
while the US is making representations to the French Foreign Office., How-
ever, the Indian goverrment has indicated that it prefers to wait for an
UNGA decision, and if Syria should again participate in UNTCOK activities,
its attitude would probably be unfavorable to recognition. Hence it is
possible that UNTCOK will be deadlocked on the question even if the Frepch:
delegate should support the resolution. If UNTCOK continues to refuss to
grant more than tacit de facto recognition, the prestige of the Korean
Assembly and the stability of the future Korean Govermment will be dmpaired.
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Cteooted o *sv a series of anrial ﬂights mr cln.ngehu !m, “end
¥uifeng which were made by bhoth Exbasay officlale and civilien trewellers.
4% the vexy time that the prees was filled with remorts of bitter Tighting,
ruavy casueitlies, extensive artillary barrages, and citica saveloped in

.jil 1

ag, these eye witness acoounts failed to revesl any fightiang on the
g~~f»"~-f-9rtwd ccrle and led one major news agency to makes tha 710t complstely
vawarranted observation that bolhk sides fight hardsr ou poper thes any-
«nerd slze. This may be £t least pariially the result of incorrect and
{ncowplete information raceived by supreme Nationmalist beadquariere in
Henking. Field commasndere evidently report all contacts with the snemy,
however minor, &s major bdattles. Furthermore indications are that supreme
command oxders receive only that degres of compliamce which Hatiomalist
field commenders cars to give them, The Commmnists, howsver, comtimue

to maintain their military ascendancy despite certain difficulties deseotting

thoir continued expansion.

nat) i | agpear wes sot off
by %the mmmced fall of Kau’ong to tho comists. Discoureging military,
political eand economic news added impetus to chaotic conditions prevailing
on all comsodity and exchonge merkets. Shanghai went on a buying epres
last Saturday (26 June) as the Chinese dollar deprsciated 1007 in 48 hours
to CF $5,000,000 plus for US $1 on the blackmarket. Rice prices reacted
slower, but resched a reported new high of C¥ $18,000,000 & picul on -
Saturday (26th). No single ceuse appears completely responsidle for this
new decline. The following are cited as contrituting factors: (1) growing
sproad of Communist military strength in Central China, (2) dumping un-
limited printing prees money in leading Commercial centers, (3) ineptituds
in all phases of the administretion, (4) increasing inebility of the ‘
government o adminieter sffective economic controls, and (5) rumors that
Chieng Kai-shek had been taken into custody at Sian,

The Shanghs) Marget.
US $ Exchapie (Selling Rate) Wholessale Price of Rice
Qfficial "open® mm —Der 272 15 picul
This week (25 Jun 48) ONF $480,000 CX $3,600,000 C¥ $15,500,000
Week ago (18 Jun 48) 480,000 2,100,000 10,100,000
Month age (25 Msy 48) 480,000 1,250,000 6,700,000
50,000 480,000

Year ago (25 Jun 48) . 12,000
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rallroad contirmed dut shifted to that section of the line southwest of
the coal port, Chinhusngtao. This latest series of comparatively smell-
scale attatks has kept this important line cut almoet continually over the
past several weeks. Communist columns of Nieh Yung-chen, which recently

have seen action along the Peiping~Suiyusn end more rocently along the
Peiping-Hukden railwaye, have wheeled wostward, assaulting the Peiping-
Chengteh line south of Kupeikou Pass and attacking Kupeikou. Later pressure
from Nationalist reinforcements has apparently eased the situation in both
Places. Except for the coatinued siege of Changchun by second line Communist
troops, the Manchurian front was quiet with Nationalist commenders unwilling
to commit their troops and resources to offensive action and the Communists,
according to some reports, afflicted with a real or potential pinch in their
focd supply. In Honan Nationalist troops, &s expected, have reportedly re-
occupied Kaifeng folloving a Communist withdrawal. The Bationalists now
claim to have surrounded asbout five Communist columms in the arsa south of
Kaifeng, but in the past the Communists have invariably broken out of such
enveloprents. Along the Tientsin-Pukou in southwest Shantung the Netionalists
say they have regained Teian, but admit that the Communiste have breachsd

the defenses of Tsuyang, :

/!

o ious ted unwill ess {or inabilit £ the ) 8 up

lideralize se of Ie wes again evinced last wsek when he
named Chen Yi governor of Chekisng and Tu +i-ming dsputy chief of the
Central China Bandit Suppression Headquartbfs. Chen, who gained widespread
notoriety for his malevolent peculations as governor of Fukien and then of
Taiwan, is an old-line follower of Chiang Kai-shek; Tu's carpstbagging
regime in Manchuria as well as his professionel incompetence ars held to be
one of the chisef contridutions to current Nationalist troubles in the Northe
sant,
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TNDOMESTA

- Duteh reactions to osals of US-Australian 0CC Delepgations - nRH
genermzﬂfavorable.* Although the Netherlands Delegation in the TN #*
Good Offices Committee (GOC) in Indonesia has dismissed the US-Australian
Delegations' proposals for a future federal structure in Indonesia by
refusing to discuss them,3: there are now indications that the Netherlands
Government at The Hague is carefully considering the proposals and that
it may react favorably to a few of the recamendations eontained in the
Joint paper, Representatives of the Netherlands Enbassy in “fashington
have expressed their views on the subject to the US Department of State
and have protested that Netherlands sovereignty during the interim period
would be limited eonsiderably more under the new plan than it had been
under the January 1948 Renville Agreement.®t A flat rejection of the
Joint working paper of the US-Australian Delegations would confront the
GCC with the diffiecult problem of arriving at a satisfactory basis for
further negotiations. The problem of the ¢ still remains that of pro-
viding for Netherlands sovereignty until that sovereignty has been
transferred to the Inited States of Indonesia and at the same time insuring
that the Republican Government receives fair representation in both interim

and federal governments which are envisaged for Indonesia.. Tt would appear
that the presentation of the Il s time # 25X6
25xc A" . 7 7o T

resumption of widespread armed elashes between Dutch and Republican forces.

DURMA

S A o

Showdorn on leftist unity program expected 1 'l%}.\‘lv Rurma's future npn
political alignments may be decided at a scheduled 1 July meeting of the
Supreme Council of the Anti-Fascist Peoples Fraedom Leapue (AFPFL), the
directorate of the coalition political organization which sponsors the
present Burmese Government. A governmental erisis, which was precipitated
by Prime Iiinister Thakin Wu's announcement of a leftist unity program and

his retirement on 20 July as Prime 'nister, will probably reach a climax

at this meeting in the expacted showdown between the Pecples Volunteer
Organization (PVN) and the Socialists (the two strongest elements in the
AFP?L). The opnortunistic TV which the Government feara may join the
insurrectionary Communists, has refused thus far to support the Government!s
leftist unity program. The Prime *Hnister and other elements of the AFFPFL
appear to be concerned sbout reaction in the UK and US to present trends

in Burma, and have attempted to explain that they advocate only a neutral
course. However, the showdown at the 1 July meeting and a possible defection
of the VO from the AFPFL, increases the 1ikélihood of more political
violence favorable to the Burmese Communists,

.
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